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DEPARTMENT OF CONSUMER AND REGULATORY AFFAIRS

NOTICE OF FINAL RULEMAKING

The Director, Department of Consumer and Regulatory Affairs, pursuant to the authority-set forth
in Section 11 (b), Medicare Supplement Insurance Minimum Standards Act of 1992, D.C. Code
Section 35-2611 et seq., D.C, Law 9-170 and Mayor's Order 92-92, dated July 20, 1992 and
D.C. Law 11-202, the Medicare Supplement Insurance Minimum Standards Amepdment Act of
1996, effective April 9, 1997, gives notice of the adoption of a the following amendments to
chapter 22, "Medicare Supplement Insurance Minimum Standards”, of Title 26 DCMR,
“Insurance. " The rulemaking sets forth changes in the Medicare Supplement (Medigap) ' .
Provisions of the Social Security Act Amendients of 1994 governing minimem standards for
Medicare Supplement Insurance and the corresponding standards of the National Association of
Insurance Commissioners (NAIC). The actions and information required by this regulation are
hereby declared to be necessary and appropriate in the public interest and for the protection of

not be able to write Medicare supplement business in the District, thereby negatively affecting the
health, safety and welfare of the citizens of the District,

The emergency and proposed rules were originally adopted on Apgi 11, 1996, published on May
3, 1996 (43 DCR 2344). No comments were received during the comment peried and no changes
have been made to the text of the mles. The emergency resolution was deemed approved by the
Council of the District of Columbia on September 24, 1996, by virtue of the Council having taken

10 action to disapprove it. These rules were adopted on March 24, 1997 and are effective upon
publication of this Notice in the D.C. Register,

-'I:he following amendments to Title 26 DCMR, Chapter 22 are adopted:

A Section 2202.1, is amended by adding "2218" after the word *2212".

Sectmn 2206.3@}, is amended to read as follows:

“"If a group Medicare spplement policy is replaced by another group Medicare
supplement policy purchased by the same policyholder, the issuer of the
replacement policy shall offer coverage to all persons covered under the old group
- Policy on its date of terrnination, Coverage under the new group policy shall not
Iesult in any exclusion for preexisting conditions that would have been covered
under the group policy being replaced.”

- Section 2207.3(e)(5), is amended to read as follows:
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“ifa Group Medicare supplement policy is replaced by another group Medicare supplement
policy purchased by the same policyholder, the issuer of the replacement policy shall offer

that portion of the Premium attributabie to the peniod of Medicaid eligibility, subject to
adjustment for paid claims".

Section 2210 1, is amended to read as follows:

Section 2.210.3, is amended to read as follows:

"Except as provided i section 2227, Subsection 2210.1 shall not be construed as Preventing
the exclusion of benefits under policy, during the first six (6) months, baged on a Preexisting
condition for which the pelicyholder or certificatcholder received treatment or wag Otherwise
diagnosed during the six {6) months before the coverage became effective "
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Medicare shall provide to those applicants a Guide to Health Insurance for People with

Medicare in the form developed jointly by the National Association of Insurance

Commissioners and the Health Care Financing Administration and in a type size no smaller

than 12 point type. Delivery of the Guide shall be made whether or not such policies or

certificates are advertised., solicited or issued as Medicare supplement policies or certificates
" as defined in this chapter. :

(2}  Exceptin case of direct response issuers, delivery of the Guide shall be made to the
applicant at the time of application and acknowledgement of receipt of the Guide
shall be obtained by the issuer. -

(b)  Direct response issuers shall defiver the Guide to the applicant upon receipt but not
later than at the time the policy is delivered.” :

(¢)  For the purposes of this section "form® means the language, format, type, size, type
proportional spacing, bold character, and line spacing "

L Section 2221.1 is amended to read as follows:

"Any accident and sickness insurance policy or certificate, other than a Medicare supplement
policy; or 2 policy issued pursuant to a contract under section 1876 of the Federal Sociat
Security Act (42 U.S.C. section 1395 gt 8eq.), a disability income policy; or other policy
identified in section 2202.2 of this chapter, issued for delivery in the District to persons
eligible for Medicare shall notify insureds under the policy that the policy is not a Medicare
supplement policy or certificate. " '

Section 2221.2 second pasagraph is amended to read:

""THIS [POL_ICY OR. CERTIFICATE]} IS NOT A MEDICARE SUPPLEMENT [POLICY
OR CONTRACT]. IF YOU ARE ELIGIBLE FOR MEDICARE, REVIEW THE GUIDE
TO HEALTH INSURANCE FOR PEOPLE WITH MEDICARE AVAILARLE FROM THE
COMPANY"™

Section 2221.2 is aiso amended hy designating the existing text as subsection “(a)" and by
adding a new subsection (b) to read as follows:

"2221.2(b) Applications provided to persons eligible for Medicare for the health insurance
policies or certificates described n subsection 2221.1 shall disclose using the applicable
statement in Appendix C, the extent to which the policy duplicates Medicare. The disclosure
statement shail be provided as a part of, or together with the application for the policy or
certificate " :

Section 2222 2(a)(1) is amended by adding a new subsection to read as follows:

3
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"22222(a)(1XA) If you purchase this policy, you may want to evaluate ybur existing
health coverage and decide if you need multiple coverage.”

M. Section 2222.2(a)(2) is amended to read.

"You may be eligible for benefits under Medicaid and may not need a Medicare supplement
policy."

N. Section 2222.2(a)(3) is amended to read:

0.  Section 2222.2(a)(4) is amended to read:

“Counseling services may be available in the District to provide advice conceming your

purchase of Medicare supplement insurance and concerning medical assistance through the
District's Medicaid program including benefits as a Qualified Medicare Begeficiary (QMB)
and a Specified Low Income Medicare Beneficiary (SLMB)."

P Section 2222.2(b)(1) is amended to read as follows:
“(A) Do you have another Medicare supplement policy or certificate in force?"

"(B) If so, do you intend to replace your current Medicare supplement policy with this
policy (certificate)?"

Q. Section 2222 2(b)(2) is amended to read as follows:

"Do you have any other health insurance coverage that provides benefits similar to this
Medicare supplement policy?" ' :

R Section 2222.2(b)(3) is deleted in its entirety.

5. Section 2222.2(b)( 4) is amended to read as follows:
“Are you covered for medical assistance through the District's Medicaid program?
(A)  As a Specified Low Income Medicare Beneficiary (SLMB)?
(B) - As a Qualified Medicare Beneficiary (QMB)?
(C)  For other Medicaid medical benefits?"
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T. Section 22226, the first, second and third paragraphs are amended to read as follows:
“The notice required by subsection 22225 for an issuer shal be provided in substantiaily the
following form in no less than twelve (12) point type: : '

_ NOTICE TO APPLICANT REGARDING REPLACEMENT OF MEDICARE
SUPPLEMENT INSURANCE :

[Insurance company's name and address]
SAVE THIS NOTICE! IT MAY BE IMPORTANT TO YOU IN THE FUTURE,

According to [your application] [information you have furnished], you intend to terminate
existing Medicare supplement insarance and replace it with a policy to be issued by [Company
Name} Insurance Company. Your new policy will provide thirty (30 ) days within which you
may decide without cost whether you desire to keep the policy. You should review this new
coverage carefully. Compare it with all accident and sickness coverage you now have, If
after due consideration, you find that purchase of this Medicare supplement coverage is a wise
decision, you should terminate your present Medicare supplement coverage. You should
evaluate the need for other accident and sickness coverage you have that may duplicate this

policy.

STATEMENT TO APPLICANT BY ISSUER, AGENT [BROKER OR OTHER
: REPRESENTATIVE]

I have reviewed your current medical or health insurance coverage. To the best of my
knowledge this Medicare supplement policy will not duplicate your existing Medicare
supplerent coverage because you intended to terminate your existing Medicare supplement
coverage. The replacement policy is being purchased for the following reason(s) (check one):

— Additional benefits.

—— No change in benefits, but lower premiums,
. —— Fewer benefits and lower premiums.

— Other. (please specify)

Section 2299 definition of "Medicare Supplement" is amended as follows:
"Medicare Supplement"- a group or indevidual policy of accident and sickness insurance or
a subscriber contract of hospital and medical services associations or health maintenance

organization, other than a pelicy issued pursuant to a contract under Section 1876 of the
federal Social Security Act (42 US.C. Section 1395 et seq.) or an issued policy under a
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demonstration project specified in 42 U.S.C.
marketed or designed primarily as a su
hospital, medical or surgical expenses

section 1395ss(g)(1), which is advertised,’
pplement to reimbursements under Medicare for the
of persons eligible for Medicare. "

Delete Appendices A, B and C, and in its place add new Appendices A, Band C.

30s5




District of Columbla Reglster BAY 30 1997

Appendix A _
MEDICARE SUPPLEMENT REFUND CALCULATION FORM
FOR CALENDAR YEAR
TYPEE SMSBP?
For the Szate of ' Company Name
NAIC Group Code ‘ NAIC Company Code
Address Person Caompieting Exhibic
Title Telephone Numbper .
(a) [¢))
) Earneg Ineurred
yooem 2 Claimsé
hne — )
Surrent rears Linenence
a. Tstat {all poiicy years)
h Carrent year's 1suns”
C.  Net(for reporung purposes = la - Ib)
2. Past Years' Expenience {All Poliey Years: '
3 Tetal Expenence . o
(MNet Current Year « Past Year's {Expertence;

4. Refunds Last Year (Excluding Interest
5. Previous Sinee Inception (Excluding Interest;
6 Refunds Since Incepusn (Excluding Interest

i Benchmark Ratic Sinte Inception (SEE WORKSHEET FOR RATIO 1

8. Zzpenenced Ratic Since inception

Total Actual Incurred Claims (line 3. ol b} = Rago 2

Total Earned Prem. tune 3, col. #) - Refunds Since incepuon {line 6)

8 Life Years Exposed Since Incepuon

U the Experienced Ratio is kexy than the Benchmark Ratic, and there are more than 500 life years exposure, then procead to
ealeulation of refund.

- 1o Tolerance Permiteed (obtained from eredibility table)

Medicare Su;piegzmt Credibility Tubla
Life Years Exposed
Sines Incanmon Toleranze
16800 + - 0.0%
5,000 - 9.999 5.0%
2.500 - 4. 995 75%
1.000 - 2,493 : 10.0%
500 - 998 15.0%

Ifless than 300, ne tredibility.
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MEDICARE SUPPLEMENT REFUND CALCULATION FORM

A

FOR C'ALENDAR YEAR
TYPE! SMSBP? g
For the Srate of Company Name .
NAIC Group Code . NAIC Campany Code "
Address _ Person Compieting Exhibit
Title l Telephone Number

11. Adjusunant 1o [ncurred Claims for Credibility

Ratio 3 = Ratio 2 + Toierance
If Ratio 3 is wmore than Benchmark Ratio (Ratio 1), a refund ar eredit to premius is nat regured.
IFRauc 1 fess tnan the Benchmark Ratio. then praceea,
12 Adyusted Incurres Claims

[Total Earned Premiums fline 3, eal. a) -_R.et“u.nds Sines incepuon (line 6)) X Ratio 3 (line 11)
13.  Refund = Total Earned P:remums line 3, col. 1) - Refunds Since Inception (line 6 -

Adjusted Incurred Claims (line 12)

Benchmari Ratio (Ratio 1)

If the amount e line 13 is less than 005 times the annualized Presnrum in force #s af December 31 of the reparting year, then
no refund is made. Otherwise, the mmeunt on line 13 is to be refunded or credited. and a description of the refund andfor eredic
against premuums to be used must be strached to this form.

Undividuad, group, individusl Medicars Selact, or group Medicare Selact anly
SMSEP” = Standirdized Medicare Supplement Benefit Plan
3 Includes Modal Loadings and Fees Charged
4 Exeludes Actve Life Kearrves
is 15 w be used as “Issue Year Earned Preminm™ for Year 1 of nexy year's “Warksheet for Calculation of Benchmark Ratios”

I certify that the above information and caleulations are true and accurate to the best of my
knowiedge and balief. :

Signature

Name - Please Type

Title

Date
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‘For poiicies that provide benefits or specified h=rted services]

———

IMPORTANT NOTICE TO PERSONS ON MEDICARE
| “ TH1S INSURANCE DUPLICATES SOME MEDICARE BENEFITS

This is not Medicare Supplement Insurance
This insurance provides limited benefits, if you meet the policy conditions, for expenses relating 10
the specific services lsted in the poiicy. It does not pay your Medicare deductibles or coinsurance
and is not a substitute for Medicare Suppleément insurance. ‘
This insurance duplicates Medicare benefits when:

e anvorf the servicss covered by 1ne policy 2re ais0 covered by Medicare

Medicare pays extensive benefits for medically necessary services regardless of the reason
you need them. These inciude:

« hospitalizarion
o physician services
e other approved items and services

| Before You Buy This Insurance ' |

¥ Check the coverage in ail heaith insurance poiicies you already have.

v For more information about Medicare and Medicare Supplemen: insurance, review the Guide
1o Health Insurance jor Peopie with Medicare, available from the insurance company.

v For help in understanding your health insurance, contact your state insurance department or

© _state senior insurance counseling program.

31.00
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For pohicles that pay fxed delizr amounts for spenifies dizeases or other speciuied impalrments.
This inciudes cancer, specified disease. and ather Deaitl: insurance policies that pay a schedujec
benerit or specific pavment based on dizgnos:s of the condizions named i the policy.]

: IMPORTANT NOTICE TO PERSONS ON MEDICARE
! THIS INSURANCE DUPLICATES SOME MEDICARE BENEFITS

This is not Medicare Supplement Insurance

This insurance pays a fixed amount, regardless of your expenses, if you meet the policy
conditions, for one of the specific diseases or health conditions named in the policy. It does not
pay your Medicare deductibles or coinsurance and is not 2 substitute for Medicare Suppisment
insurance. :

This insurance duplicates Medicare beneiits because Medicare generally pays for mes: of
the expenses for the diagnosis and treatment of the specific conditions or diagnoses named
in the policy.

Medicare pays extensive benefits for medically necessary services regardless of the reason
you need them. These include:

+ hospitalization

¢ physician services

s hospice

* other approved items and services

! Before You Buy This Insurance |

Check the coverage in all health insurance policies you already have,

For more informarion about Medicare and Medicare Suppiement insurance, review the Guide
1o Health Insurance for People with Medicare, available from the insurance company.

v For help in understanding your heaith insurance. comact your state insurance department or
state senior insurance counseling program.

Ll L
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"For poiicies that provide benefits for both expenses incurres and fixed indemnity basisi

'l IMPORTANT NOTICE TO PERSONS ON MEDICARE
| THiS INSURANCE DUPLICATES SOME MEDICARE BENEFITS

PR

This is not Medicare Supplement Insurance

This insurance pays limited reimbursement for expenses if’ you meet the canditions Lsied in the
policy. It also pays a fixed zmount, regardless of your expenses, if you meetr other policy
conditions. It does not pay your Medicare deductibles or cotnsurance and is not a substitute for
Medicare Suppiement insurance.

This insurarce duplicates Medicare benefits when: .

e any expenses OF Services covered by the policy are also coversd by Medicare; or
» it pays ine fixed collar amount stated in the policy and Medicare covers the same event

Medicare generaily pays for most or all of these expenses.

Maedicare pays extensive benefits for medically necessary services regardless of the reason
you need them. These include:

« Thospitalization

» physician services

» hospice care

 other approved items & services

| Before You Buy This Insurance

For more information about Medicare and Medicare Supplement isurance, review the Guide
to Heaith Insurance for People vith Medicare, available from the insurance company.

+ For help in understanding your health insurance, comiact your state insurance department or
state senior insurance counseling program.

¥ Check the coverage in all heaith insurance policies you already have.
+
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For poicies providiznz nursing Rome Denents gnjvi

| IMPORTANT NOTICE TO PERSONS ON MEDICARE
- THIS INSURANCE DUPLICATES SOME MEDICARE BENEFITS

This is not Medicare Supplement Insurance

" Federal law requires us 1o inform you that this insurance duplicates Medicare benefits in some
situations.

» This insurance provides benefits primarily for covered nursing home services.

* In some situations Medicare pays for shon perods of skilled nursing home care and hospice
care

* This insurance does not pav your Medicare deductibles or coinsurance and is nor a substituze
for Medicare Supplement insyrance.

Neithier Medicare nor Medicare Supplement insurance provides benefits for most nursing
home expenses. '

L ' Before You Buy This Insurance 1

T v Check the coverage in ail health insurance policies you already have.
iy V' For more information about long term care insurance, review the Shopper's Guide to Long
Term Care Insurance, available from the insurance company.
V' For more information about Medicare and Medicare Supplement insurance, review the Guide
to Health Insurance for Peopie with Medicare, available from the insurance company.
V' For help in understanding your heaith Insurance, contact your state insurance department or
state sentor insurance counseling program.

3103




gretrict of Columbla Register NAY 301997

*For cuner peaith insurance poticies net specificaily icentfied in the previqus statements]
'

ll . IMPORTANT NOTICE TO PERSONS ON MEDICARE
- | TH1IS INSURANCE DUPLICATES SOME MEDICARE BENEFITS !

This is not Medicare Suppiement [nsurance -

This insurance provides fimited benefits if vou meet the conditions listed in the policy. i1 does not
pay your Medicare deductibles or coinsurance and is ROt 2 substinute for Medicare Supplement

insurance.

This iqsurante duplicates Medicare benefits when it pays:

o the benefits stated in the poiicy énd coverage for the same evenl is provided by Medicare
Medicare generaily pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardiess of the reason
you need them. These include: : : . .

« hospitalization

o physician services

= hospice

e other approved items and services

r , Before You Buy This Insurance |

4 Check the coverage in all health insurance policies you already have.. _

J For more information about Medicare and Medicare Supplement insurance, review the Guide
10 Health Insurance jor People with Medicare, available from the insurance company.

J For help in understanding your health insurance, contact your state insurance depariment ar
state senjor insurance counseling program.
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